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SUMMARY 


During 1973, the worldwide energy crisis and inflation had both 
favorable and unfavorable effects on the Central African 
Republic's economy. Rapidly rising world prices for cotton, 
coffee, diamonds, and timber were favorable influences for the 
CAR. When statistics are complete, they should show a solid 
improvement in the CAR's merchandise trade balance. The 
prospects for these four major exports remain good, even 
though diamond production continued to lag during 1973. 


Rising transportation costs resulting from the oil crisis, 
however, have particularly hurt the landlocked CAR. In 
addition, river transportation, the CAR's most economical 
trade route, was hindered by unusually low water levels 
resulting from several years of low rainfall. 


The long-term potential of the CAR is good. The energy crisis 
has renewed interest in the Bakouma uranium deposits. The 
CAR also has many sites which could be developed into hydro- 
electric stations. There are several unexploited mineral 
resources and ecological conditions are favorable to the 
development of agriculture. 


Serious obstacles limit U. S. business interests. Reverse 
preferences built into the tariff structure still hurt American 
sales. Although the dollar devaluations and high European 
inflation combined to make American goods relatively 

competitive during 1973, few American businessmen exhibited 
interest in this underdeveloped and sparsely populated country 
(1.6 to 2.2 million people). Transportation problems, the 
language barrier, and the CAR's close ties to France and other 
EEC countries also limit U. S. interests. However, opportunities 
exist for substantially more American sales and investments. 





CURRENT ECONOMIC SITUATION AND TRENDS 
DIAMOND OUTLOOK GLOOMY BUT MAY IMPROVE 


In 1973 diamond production decreased sharply; however, higher diamond prices 
compensated for decline in the value of diamond exports. Total diamond exports almost, 
were valued at $11 million, as compared to $13.8 million in 1972. Apparently 
smuggling was a major factor in the reversal. The diamond industry may recover 
in 1974 because the Government of the Central African Republic (GOCAR) has taken 
new and strenuous measures against smuggling and because the new diamond 
company (SCED), with its mechanized approach to mining diamonds, began 
producing diamonds in December 1973. Two new Lebanese diamond buying 
companies were established at the end of 1973, breaking the monopoly on 

diamond buying enjoyed by the American DDI and the Israelian SOPICAD. SODIAM, 
with its headquarters at Antwerp, will have buying offices in Carnot, Bria, and 
Bangui; and CLCDMP (Compagnie Libano-Centrafricaine du Diamant et Metaux 
_Precieux), with its headquarters in Beirut, will also have buying offices here. 

The Romanians also signed an agreement concerning diamonds as well as other 
minerals, but it appears that the mixed Central African and Roumanian company 
(SCAROMINES) will be engaged more in research and exploration than in buying 
for the time being. 


URANIUM AND OTHER MINERALS AS YET UNEXPLOITED 


The current energy crisis has renewed interest in the CAR's uranium deposits 
located near Bakouma. The Bakouma uranium deposits reportedly contain about 
thirty million pounds of uranium valued up to $300 million at current market 
prices. The uranium occurs in a high phosphate ore which has heretofore been 
technically difficult to separate and, at least until the recent energy crisis, 
uneconomical to exploit. However, the GOCAR signed an agreement with 
Aluminium Swiss of Zurich (Alusuisse) on January 5, 1974, giving Alusuisse 
exclusive rights to study and explore the Bakouma deposits for two years with 
the goal of exploiting and commercializing them, if feasible. Alusuisse was 
authorized to seek appropriate partners to participate in the exploitation of 
Bakouma, Alusuisse now has three geologists in the CAR who will study the 
deposits. If exploited in the near future, the Bakouma uranium could generate 

a sizable increase in the CAR's gross exports and could increase employment 
in the sparsely populated eastern region of the CAR. A fertilizer industry could 
also be started as a by-product of separating the phosphate ore from the uranium. 





The CAR has other minerals such as iron, zinc, limestone, and copper in 


significant quantities but much exploration remains to be done before reserves 
can be reliably estimated. 


Shell and the American Continental Oil Company (CONOCO) have signed an 
agreement for an oil exploration concession for the northern third of the CAR 
near Chad where Shell-CONOCO is currently drilling for oil. From 1973 to 
1978 CONOCO is expected to spend $1.75 million on oil exploration in the CAR. 


AGRICULTURAL PRODUCTION INCREASES AS WORLD PRICES SOAR 


During the crop year 1972/73 the production of the CAR's major cash crops, 
cotton and coffee, increased. The value of cotton exports decreased to $7.7 
million, however, because of increased consumption by the domestic textile 
industry. The value of coffee exports increased to $9.8 million from $8.9 
million in 1971/72. The outlook for the 1973/74 cotton crop seems favorable: 
production is expected to decrease approximately 7%, but the current prices of 
cotton on world markets are nearly triple those paid in January 1973. Therefore 
the value of the cotton should increase significantly even though less cotton will 
be produced and exported. Difficulties in buying fertilizers and insecticides in 
Europe and decreased incentive are the main reasons for the expected decline 
in the cotton crop in 1973/74. Coffee production is expected to increase 
approximately 12% in 1973/74. As well, the price of robusta coffee has 
increased 8% from January to October 1973. Thus the value of the 1973/74 
coffee crop should also increase substantially. 


The European Development Fund (FED) is providing $5.55 million over a three- 
year period (1972-75) to buy fertilizer and insecticide, to furnish technical 
assistance, and to improve rural access roads. The high prices and shortages 
of fertilizer and insecticides may, in the short term, hinder the CAR's efforts 
to increase agricultural production, but the increase in the prices paid to the 
farmers for the coming 1974/75 crop year, especially for cotton, may boost 
production for that crop despite shortages of fertilizer and insecticides. 





TRANSPORTATION BOTTLENECKS HINDERS RAPID PROGRESS OF TIMBER INDUSTRY 


The CAR's timber industry, in which thirteen companies have invested more than 
$18 million, continues to make rapid progress in spite of transportation problems 
and the exceptionally low level of water in rivers serving the timber industry. In 
1972 timber exports increased to $8.53 million from $4 million in 1971. But two 

important timber companies stopped cutting timber for six months because it was 
impossible to transport their timber to the sea. 


Although some progress has been made in improving the transportation available 

to the timber industry, 112,000 metric tons of timber, equal to a year's production 
in the CAR, are currently backed up in Brazzaville's timber port. Several grants 
have been made to both the Central African Republic and Congo (Brazzaville) to 
improve river, port, and rail facilities. The CAR received a $1.1 million 
non-reimbursable grant to dredge the confluence of the Lobaye River with the 
Oubangui River, which will permit the shipping of timber all year around rather 


than nine months a year on those two rivers. Navigation will soon be possible 
year around on the Sangha, which is being dredged to create a fifty meter wide 
channel with a depth of one meter; and the FED gave $2 million to help construct 
a timber port at Nola on the Sangha River. The Chemin de Fer Congo-Ocean 
(CFCO) railroad is the biggest transportation bottleneck on the river trade route 
and badly needs realigning and new equipment to increase its capacity. Improve- 
ments are expected but not before 1977. 


INDUSTRY SMALL BUT GROWING 


The industrial sector in the CAR is small, numbering slightly more than one 
hundred firms ranging in size from small artisan workshops to the large textile 
complex of l'Industrie cotonniere centrafricaine (ICCA), which employs about 

1500 workers. ICCA had sales of about $6.5 million and capital of about $13 
million at the end of 1973. Most of the industries are producing import substitutes 
or are transforming agricultural or timber raw materials into semi-finished or 
finished products. The majority of these firms export some part of their pro- 
duction to Chad, Congo, Gabon, Cameroon, Sudan, and even France. Those 
industries of an import substitution nature often compete against goods from the 
above named countries, especially the textile, soap, cigarette, and food processing 
industries and have been instrumental in helping the CAR reduce imports in these 





categories. New factories are planned in the timber industry such as wood-peeling, 
cutting, paneling, and laminated plywood. Slovenia-Bois, a Yugoslavian timber 
company, plans to invest $7 million alone to expand its operations in the CAR by 
building a plywood and paneling factory. Most of the major companies in the 
textile, food, timber, agricultural, and chemical industries had higher sales and 
presumably higher profits in 1973 than in 1972. Since 1970 sales by the industrial 
sector have nearly doubled from $44.5 million to an estimated $83 million at the 
end of 1973. 


TELECOMMUNICATIONS IMPROVING RAPIDLY 


The national telecommunications network currently being built in the CAR by the 
American company, G.T.& E. International Systems, is one of the CAR's highest 
priority projects. This modern microwave network will provide high quality 
telephone service between the CAR's important economic and administrative 
centers which produce nearly 70% of the CAR's GNP. The telecommunications 
system covers the western and central thirds of the CAR and will connect with 
the microwave network that G.T.& E. is also building in Cameroon. Eventually 
the system may be extended to Chad. The two phases, the first of which is 
nearly completed, will cost more than $20 million. Most of the financing will 
hopefully be provided by Eximbank. The G.T.& E. contracts with the CAR will 
result in the export of more than $16 million in U. S. goods to the CAR. 


ENERGY: HIGHER PETROLEUM PRICES BUT ABUNDANT HYDROELECTRIC 
POTENTIAL 


The recent increase in world crude oil prices has caused an increase of 29% in 
the wholesale price of petroleum products from the SOGARA refinery at Port 
Gentil, from which the CAR obtains 100% of its supplies. SOGARA's prices 
were increased three times within the last six months and can be expected to 
increase again. The higher prices the CAR will have to pay for its imports of 
petroleum products may cause it to experience a trade deficit in 1974, and 
there may be a reduction in imports of capital goods owing to the higher prices 
of these items. 


The CAR has an installed electric capacity of 14 megawatts (MW), which consists 
of the hydroelectric plant at Boali (8.75 MW) and diesel generators at Bangui, 
Bouar, M'Baiki, Bossangoa, Bambari, and N'Dele. When the $14.58 million 





phase II of Boali Falls hydroelectric project is completed in 1975, the CAR will 
have an installed capacity of 26 MW. The CAR would like to construct a concrete 
retainer dam upstream from the power stations to regulate the flow of water in 
order to insure that there will be enough water to operate the turbines during the 
dry season. A study of the project estimates the cost of the dam at about $10 
million. The GOCAR is searching for financing for this project. Consumption 
in Bangui has been growing at a rate of about 18 per cent a year primarily because 
of the rapid expansion of the domestic textile industry. Electricity rates in the 
CAR are among the lowest in Africa and have been an important factor in the 
decisions of private investors to invest in the CAR. When the CAR is financially 
able to expldt its potential energy, it has numerous water falls which could be 
developed into hydroelectric stations to provide low cost electricity. 


PRICES RISE DRAMATICALLY AS COST OF OIL PRODUCTS CLIMB 


Inflation in the CAR is a function of imports. Inflationary conditions on world 
markets push up domestic prices through an increase in the import price level 
since over half the foodstuffs, many consumer goods, and 100% of the capital 
equipment and fuels are imported. The wholesale price index, the CAR's only 
reliable price index (base 1958 equals 100), increased 5. 2% in 1972; only 2.1% 

in 1973; and 21% to 234.9 in the first two months of 1974, The wholesale price 
index for February 1974 is up 25% over the same period a year ago. An increase 
of 29% in the price of petroleum products during the month of January 1974 had a 
ripple effect on domestic prices causing a 30. 6% increase in the prices of 
industrial goods. Another increase of 10% in petroleum prices at the pump is 
expected in June 1974 because the prices at the refinery were raised in February. 
The GOCAR has not yet permitted the oil companies to pass the increases on to 
the customers at the retail and wholesale levels. 


BUDGET STILL IN DEFICIT BUT CAPITAL INVESTMENTS INCREASE RAPIDLY 


The CAR's CY 1974 budget foresees receipts of $65.4 million and expenditures 
of $71.7 million. Receipts in 1974 are expected to increase 18.3% from the 1973 
estimate. The increasing revenues are mainly attributed to new taxes and better 
tax collection. The 9% increase in 1974 expenditures is mainly attributed to 
increased expenditures of 58% for servicing the public debt ($5.7 million) and of 
46% for capital investments ($2.6 million), Since 1970 expenditures for capital 
investments have increased 252%. The budget deficit for 1974 is expected to be 





40% less than the $10.4 million deficit estimated for 1973. The GOCAR continues 
to have large debts to the commercial sector, particularly the petroleum com- 
panies. The arrearage is estimated to be between $12.5 to $20.8 million. 


TRADE BALANCE IMPROVES 


The most recent statistics available on the CAR's foreign trade show a surplus in 
the non-UDEAC trade for 1972. The CAR's non-UDEAC imports decreased 5. 6% 
to $35.6 million primarily because of transportation difficulties (low water level 
of Oubangui River), because of increased import substitution by the domestic 
textile industry, and because of lower inventory levels. However, non-UDEAC 
exports increased 11.1% to $41.4 million because of both increased production of 
export commodities and the higher prices paid for them. Statistics, when they 
become available, will show a deficit for 1972 trade with UDEAC. The CAR's 
trade balance will therefore probably show a slight deficit of perhaps less than 

$1 million for 1972. 


Although diamonds, cotton, coffee, and timber account for more than 92% of the 
CAR's non-UDEAC exports by value in 1972, the relative share that each com- 
modity contributes to exports has changed drastically. Diamonds, which used 
to account for more than 50% of the exports as recently as 1968, accounted for 
only 30% in 1972; coffee accounted for 23.7% as opposed to 12. 2% in 1968; cotton 
accounted for 18.6% in 1972 in comparison to 23. 5% in 1968; and timber, which 
only accounted for 3.4% of exports in 1968, accounted for 20. 6% in 1972. 


France continues to be the CAR's major trading parmmer, buying $21.7 million 
or 52.4% of the CAR's exports while selling $21.3 million or 59.7% in imports 
to the CAR. Thus the CAR enjoyed a small trade surplus with France. The 
recent float of the French franc should encourage even closer trade relations 
between France and the CAR. 


The United States continues to run trade deficits with the CAR. U. S. exports 

to the CAR in 1972 were valued at $1.38 million or 3.3% of the CAR's non-UDEAC 
imports. Sales of U. S. goods and services associated with the G.T.& E. micro- 
wave telecommunications network may improve the U. S. share of the CAR's 
imports but the exports of diamonds to the U. S. by the CAR should assure that 
the U. S. will continue to have trade deficits with the CAR. The U. S. imported 
$4.53 million in diamonds, 34.9% of the CAR's diamond exports, in 1973. 





BALANCE OF PAYMENTS IMPROVES, EXTERNAL DEBT PAYMENTS INCREASE, 
AND FOREIGN AID INCREASES 


The vastly improved balance of trade in 1972 was probably only slightly in deficit. 
Foreign aid and private capital have been averaging more than $20 million a year 
since 1969 and were in excess of $25 million in 1973. However, the CAR probably 
experienced balance of payments deficits in 1972 and 1973 because of high service 
expenditures for transportation and insurance. 


The CAR continues to receive significant foreign aid from France, the European 
Development Fund (FED), the United Nations Development Fund (UNDP), the 
Soviet Union, and the World Bank Group (IBRD, IMF, and IDA). France continues 
to be the largest aid donor. Much French aid is in the form of technical assistance: 
teachers, professors, civil and military advisors. The GOCAR must make large 
Service payments under the French technical assistance program in order to 
receive this aid. Recently much of the FED aid has been in the form of non- 
reimbursable grants and some loans have even included provisions for financing 
local costs. The FED has provided the financing for the $4.41 million asphalting 
of the Damara to Sibut road; the SOFRA TP company of Paris won the contract for 
this project. 


External debt payments are expected to rise in 1974 to $3 million from $1.5 
million in 1973. However, external debt payments still represent only 6% of the 
CAR's merchandise exports for 1972. 


In May 1974 several French companies and the entire petroleum sector 

(including two American-subsidiaries) were nationalized by the GOCAR- These 
GOCAR nationalizations followed closely similar nationalizations in Congo 
(Brazzaville) and were apparently the result of arrangements made in connection 
with negotiations for new sources of petroleum supplies and of differences over 
over taxation of company profits. A GOCAR company, CENTRA-HYDRO, has taken 
over the management of the petrolsum production distribution system. 


Among the other companies nationalized were a cotton purchasing company, a 
forest products firm and a bookstore, all French-controlled- The GOCAR has 
requested statements of assets from the nationalized firms, possibly for 
compensation purposes. 


In spite of the nationalizations, there exist strongly favorable factors in 
the overall investment and business climate in the CAR- The Government 
retains a determined desire for industrialization and the development of its 
natural resources. It welcomes American and other foreign companies willing 
to cooperate with it on a mutually beneficial basis for the country's economic 
expansion. 
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IMPLICATIONS FOR THE UNITED STATES: 


U. S. INTEREST LIMITED BUT INVESTMENT, COMMERCIAL, AND CONSTRUC- 
TION POSSIBILITIES EXIST 


Although current U. S. business interests in the CAR are limited, there are some 
excellent investment, commercial, and construction possibilities available. The 
climate for American private direct investment in the CAR is excellent. The 
GOCAR wants American PDI both to further the economic and social development 
of the CAR and to lessen dependence on traditional French investment. American 
management and technology is widely admired and regarded as superior in many 
fields. Extremely liberal tax and tariff benefits, lower labor and energy costs, 
and other incentives are available to investors in agribusiness, cattle ranching, 
food processing, tourism, manufacturing and assembling, mining and extraction, 
energy production, and oil exploration. OPIC's political risk insurance can be 


issued for direct investment and engineering and construction projects. A U.S. - 
CAR agreement on investment guarantees has been in effect since January 1, 1965. 


Sales of capital equipment can be made to the CAR's three autonomous public 
companies, the OCPT, the ACCF, and ENERCA. The Office Centrafricaine des 
Postes et Telecommunications, which runs the nation's telecommunications, is 
the only agency to purchase large quantities of U. S. goods forits G.T.& E. 


project. The Agence Centrafricaine des Communications Fluviales, which handles 
the CAR's river transportation needs to buy fork lifts and cargo handlers to replace 
worn out and obsolete equipment. The Energie Centrafricaine, which produces the 
CAR's electrical energy, needs capital equipment (diesel generators and other 
equipment) and also would like to construct two new hydroelectric stations in 
addition to the dam already mentioned. Minerals development may become a 
highly interesting field here, too, when more is known about the types and 

amounts of minerals available. Obviously an underdeveloped country like the CAR 
will need considerable financing from American public sources, American com-~ 
mercial banks, and even corporate sources to buy capital equipment and to con- 
struct capital projects. 


Sales possibilities exist for agricultural products like soybean oil, wheat, and 

rice. Fertilizer, insecticides, seeds, and farming machinery are other possi-~ 
bilities. Textile machinery like industrial sewing machines and knitting machines 
and other capital equipment like logging and heavy construction equipment for road 
building are also needed here. Consumer items such as canned foods, household 
goods, and textiles may provide other sales possibilities. American food processing 


and cotton ginning equipment have already been purchased by the CAR and will 
continue to be needed. 


American goods are at a disadvantage in comparison to European goods which have 
been accorded reverse preferences. French control of the distribution system 
and higher shipping charges and less frequent shipping schedules from the U. S. 

to Africa also contribute to the U. S. disadvantages. French control of the 
distribution system is a disadvantage since French businessmen here naturally 
prefer to order goods from France. 





The Embassy has noticed that many American companies continue to correspond 
with businessmen in the CAR in English even after the Embassy recommends in a 


private trade opportunity (PTO) or World Traders Data Report (WTDR) that all 
correspondence should be in French. 


To be successful in penetrating the CAR's market and to provide for after sales 
service, U. S. firms should try to establish their own local French-speaking 
representatives or, at least, to find agents and distributors who are capable of 
taking on new lines. 


Americans do not need visas to enter the CAR. However, firms intending to send 
representatives to the CAR should notify the CAR Embassy in Washington as far 
in advance as possible. Firms interested in the CAR should also obtain advance 
information from the Department of State and Commerce before sending repre- 
sentatives here. 


Since French is the official language and very little English is spoken in the CAR, 
firms sending representatives should expect to do business in French. Visiting 
American businessmen are invited to stop at the Embassy in Bangui to obtain 
current information. 








WHAT'S AHEAD FOR BUSINESS? 


Find Out From 


Leading Indicators 


CONDITIONS |x et 
DIGEST 


Will business go up, down, or sideways? BCD presents 300 data series 
in easy-to-follow charts to help you to decide. 


From THE WALL STREET JOURNAL about the BCD 


**...there is a single barometer the regular observance of which will just about let you be your own 
economist as far as the big swings are concerned. This is an index prepared by the Commerce 
Department based on the movement of 12 ‘leading’ business indicators.”” June 5, 1972 


Published monthly by the Bureau of Economic Analysis of the U.S. Department of Commerce, the 
120-page magazine presents data on: 


@ National Income and Product @ Prices, Wages, Productivity, Balance of Payments 
@ Cyclical Indicators @ Composite and Diffusion Indexes 
@ Anticipations and Intentions @ International Comparisons 


Special appendixes provide historical data, series descriptions, seasonal adjustment factors, measures of 
variability, and business cycle chronology. 
C56.111 


Subscriptions for BCD may be ordered from the Superintendent of Documents, U.S. Government Printing Office, Washington, D.C. 
20402. Annual subscription $45.80 domestic, $57.25 foreign. Subscribers receive an advance summary of recent data and current 
changes for principal indicators. 
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